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Executive Summary
The state continued to expand last year, adding another year of positive results to a decade of gradual
improvement. The state added 9,600 jobs last year, to reach another new high. The growth rate was slow
though, at 1.3 percent for the year, well below growth rates posted in the early 1990s and well below the
national growth rate in 2000 of 2.2 percent. Per capita personal income rose again in 2000 to $21,915, the
unemployment rate dropped (again) to 5.5 percent, and the state's population level looks to have stabilized
near 1.8 million residents. 
The outlook for 2001-2002 is very cloudy at the moment. The national economy is clearly weakening, with
real gross domestic product (GDP) rising just 1.2 percent at an annual rate in the first quarter of 2001.
Consumer spending has slowed this year and investment spending dropped sharply in both the fourth quar-
ter of 2000 and the first quarter of this year. The manufacturing sector has weakened markedly during the
last year, registering employment and production declines. National manufacturing jobs are down 3.3 per-
cent from May 2000 to May 2001. 
In West Virginia, manufacturing jobs are down 2.4 percent during the last year. Chemical products and pri-
mary metals manufacturing in the state have been under intense pressure. Indeed, during the May 2000 to
May 2001 period, primary metals lost 600 jobs, while chemical products employment declined by 500. Both
sectors have been under heavy pressure on a number of fronts, including rising energy costs and stiff for-
eign competition (related to a strong dollar, and in the case of primary metals, industry-wide over-capaci-
ty).
Tight energy markets have finally reversed declining coal prices, with spot prices rocketing up during the
year. Coal mining jobs have stopped falling and indeed preliminary estimates for the first quarter of 2001
put seasonally adjusted West Virginia coal jobs at 16,400. That's 600 jobs above the first quarter of 2000.
Coal production has also stabilized this year, with production through the first half of the year up 1.0 per-
cent over 2000, according to preliminary estimates.
Table 1 summarizes the forecast for the U.S. economy for the 2000-2005 period. This forecast was prepared
by DRI-WEFA in May 2001. The economists at DRI-WEFA still believe that the national economy has a
good chance of avoiding recession during 2001-2002, but they think it will be a close call. Growth for most
of the major indicators is expected to be significantly slower than we've seen during the last few years.
Sustained national growth helps to put a floor under state economic momentum. The baseline state out-
look calls for continued, but sluggish, growth. That translates into a gradually rising standard of living for
West Virginia residents, but also implies that the state will fall further behind the national economy.
A national recession in the near term remains a significant risk. Recent Federal Reserve action, combined
with mild fiscal policy stimulus, may not be enough to stave off economic declines resulting from higher 
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than expected high-technology inventory overhangs. This, combined with declining stock market valua-
tions, sliding consumer confidence, and tight energy markets, might be enough to produce a mild recession.
A mild downturn morphing into a severe downturn is also a risk, as consumers, overburdened with debt,
slash spending more than currently expected.
A falling national economy would cloud the state's outlook. That does not necessarily mean that a national
recession would generate a state recession. But it does mean that national economic problems would slow
the state's growth, at a minimum. In fact, the current recession scenarios, (with telecommunications and
information technology manufacturing falling hard, dropping stock market values, tight energy markets)
may have less of an impact on the state.
As usual, the state outlook faces homegrown risks. These relate to some of the largest industries in the
state, like coal mining, chemical products, primary metals, and electric power generation. Each of these
sectors continues to face regulatory risk. Although the current political environment may ease these pres-
sures somewhat, they remain of long-term concern. Further, the chemical products and primary metals sec-
tors face international competitive pressures that may not ease in the short-run.
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FIGURE 1
W.Va. Annual Job Growth
Decelerates During the Forecast













Net job growth during the decade was strongest in services, which includes health care, business services,
several travel and tourism related sectors, and social services, among a host of others. During the 1990s,
services generated 77.3 percent of net job growth in the state, compared to 56.0 percent nationally.
The forecast calls for job growth to continue, but for growth to be noticeably slower. Coal mining jobs are
forecast to roughly stabilize around current levels, as higher coal prices work their way through the indus-
try. If coal mining jobs rise in 2001, as the forecast anticipates, it will be the first annual average employ-
ment increase since 1994.
Construction jobs are forecast to remain at high levels, as interest rates fall during the forecast period. The
manufacturing outlook calls for jobs to drop precipitously, particularly in chemicals and primary metals, as a 
Forecast Overview 
Jobs
West Virginia's job growth averaged 1.6 percent per year during the 1990-2000 period, short of the national
average growth rate of 1.9 percent per year. Most sectors in the state added jobs, as Figure 1 shows, but the
state experienced huge job losses in coal mining, chemical manufacturing, and primary metals manufactur-
ing during the decade. 
strong dollar, tight energy markets, and capacity concerns continue to concentrate competitive pressures on
these sectors. The wood products sector is forecast to continue to add jobs, as is the transportation equip-
ment industry (auto parts and aircraft). The services sector generates most of the net job growth during the
forecast, but even this workhorse loses some steam during the next five years. Look for business services to
continue to lead the pack. Table 2 contains details of the forecasts for jobs by industry and labor force.
Income
With steady job gains, the state's standard of living (as measured by inflation-adjusted per capita personal
income) is likely to rise during the next five years. However, this is also likely to be cold comfort as the U.S.
forecast calls for faster gains nationally. Overall inflation-adjusted per capita personal income is forecast to
rise by 2.2 percent per year in the state, compared to 2.3 percent annually for the U.S. Table 3 contains
forecast details for income and population.
Population
According to Census 2000, the state added nearly 15,000 residents during the 1990s. This is close to
growth suggested by the preliminary population estimates for the 1990-1999 period. The state's rate of pop-
ulation growth during the decade, while positive, was slow. Indeed, West Virginia recorded the second slow-
est rate of growth (0.8 percent growth during the decade) of any state in the nation. Only North Dakota
grew slower, with 0.5 percent growth, while U.S. population rose by 13.2 percent.
West Virginia's demographics do not foster rapid population gains. The state's population growth typically
arises from two major sources: natural increase and net migration. Natural increase is the annual difference
between births and deaths. Since births have nearly equaled deaths during the last few years, population
gains have gotten little boost from natural increase. That leaves net migration to do the heavy lifting. Net
migration depends on relative economic performance, and, while West Virginia posted solid economic gains
during the 1990s, most other states did better. Thus, the state was unable to generate much in the way of
positive net migration. 
As Figure 2 shows, the forecast calls for the situation to remain much the same, with the state's population
roughly stabilized around 1.8 million residents during the next five years. But just because the overall popu-
lation level is forecast to remain stable does not mean that nothing important will be happening. According
to the 2000 Census, West Virginia has the highest median age in the nation, at 38.9 years (compared to
35.3 nationally). With little natural increase or net migration, the state's demographic age will continue to
rise. This will impact labor force participation rates and the demand for health and social services.
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FIGURE 2
W.Va. Population Stabilizes Around
1.8 Million Residents
(Millions of Residents)
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Unemployment Rate
The state's unemployment rate hit 5.5 percent in 2000 and has remained in that neighborhood so far in
2001. The national rate in 2000 was 4.0 percent, leaving West Virginia 1.5 percentage points above the
national rate. That's a large distance, but it's also the closest the state's been since the late 1970s. The
state's labor market is in the best shape it's been in for decades.
Remember, though, that a declining unemployment rate is not necessarily an unambiguous sign of an
improving economy. West Virginia's rate has fallen during the last half of the decade in part because of
solid employment gains. However, the preliminary population estimates also suggest that another important
factor has been net out-migration from the state.
The forecast calls for the state's unemployment rate to remain near 2000 levels during the forecast, as job
growth continues to be balanced by population stability. The U.S. forecast calls for the national rate to rise
near the state level during the forecast.
Gross State Product
West Virginia's gross state product (GSP), before adjusting for inflation, rose at an average annual rate of
4.1 percent per year during the 1990s. That's well below the national rate of 5.6 percent. On a per-worker
basis, the state's nominal GSP rose at an average annual rate of 2.7 percent per year during the 1990s,
compared to 3.7 percent for the nation, and ranking the state 43rd in the nation. Growth in real GSP per
worker reflects a similar trend. With slowing growth expected during the next five years, GSP growth
decelerates. On a per-worker basis, the forecast calls for real GSP growth to remain near levels established
during the 1990s, as the state economy sustains productivity gains, but for gains to trail the national aver-





2000 2001 2002 2003 2004 2005
Real GDP 5.0 2.0 2.4 4.0 3.5 3.6
Industrial Production 5.6 -0.2 2.5 3.8 2.9 2.8
Nonfarm Employment 2.0 0.7 0.6 1.4 1.4 1.6
Personal Income 6.3 4.6 4.3 5.7 5.2 5.1
Personal Consumption Deflator 2.4 2.4 1.7 1.6 1.5 1.6
Unemployment Rate 4.0 4.7 5.6 5.6 5.5 5.3
Federal Funds Rate 6.2 4.3 3.6 4.2 4.7 5.0
Ten-Year Treasury Note Yield 6.0 5.1 5.1 5.3 5.4 5.5
Federal Budget Surplus 251.8 187.1 117.3 97.5 104.8 109.5
    (NIPA, FY, $Bil)
Real Export Growth (GDP Basis) 9.0 1.7 4.8 7.5 7.4 7.4
Real Import Growth (GDP Basis) 13.5 1.5 6.8 8.4 7.1 6.3
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